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! Real transactions management
2 Within-GAAP accruals management
® Non-GAAP earnings management
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! performance-matching Jones model
2 Discretionary accruals
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* Asymmetric recognition of economic gains and losses
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! Aggressive accounting
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Abstract:

This paper compares real and accrual (accounting) earnings management and the level of
conservatism in successful and unsuccessful firms of Tehran Stock Exchange. In addition to
unbalanced Panel data regression analysis, t-tests and two-way analysis of variance are
utilized to test the research hypothesis. Using a sample of failed and continuing firms during
the period from 1997 to 2009, it is found that prior to failure; failed firms achieve
manipulation through both discretionary accruals manipulation and by implementing real
operating actions. In addition, companies with low probability of bankruptcy have
successfully managed earnings compared to firms with high probability of bankruptcy.
Finally, finding indicates the existence of non-conservative approach in both the successful
and unsuccessful firms.
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